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U.S. CHARGES THREE BUSI NESSMEN AND TWO CORPORATE ENTI TI ES
W TH PARTI Cl PATI NG I N SCHEME TO PAY M LLI ONS OF DOLLARS
| N SECRET KI CKBACKS TO THE GOVERNVENT OF | RAQ
N CONNECTI ON W TH THE UNI TED NATI ONS'

A L- FOR- FOOD PROGRAM

DAVID N. KELLEY, the United States Attorney for the
Sout hern District of New York, and JOHN KLOCHAN, the Acting
Assistant Director in Charge of the New York Ofice of the
Federal Bureau of Investigation (“FBlI”), announced the unsealing
today of an Indictnent against DAVID B. CHALMERS, JR., a Texas
busi nessman; two entities in which CHALMERS was the sole
sharehol der, BAYOL (USA), INC., an oil conpany based in Texas,
and BAYO L SUPPLY & TRADI NG LI M TED, a Baham an conpany
(collectively, the “BAYO L COWAN ES’); and two individuals who
wor ked with CHALMERS to purchase Iragi oil for the BAYO L
COWPANI ES, JOHN IRVING, a British citizen, and LUDM L DI ONI SSI EV,
a Bulgarian citizen and | egal permanent resident of the United
States, currently residing in Houston, Texas. The charges are
contained in a Superseding Indictnment filed under seal on April

13, 2005, and unseal ed today in Manhattan federal court.
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According to the Indictnment, CHALMERS, the BAYO L
COMPANIES, I RVING, and DI ONI SSIEV participated in a schene to pay
mllions of dollars in secret kickbacks to Saddam Hussein’s
regine in lraq. These secret kickbacks were paid so that the
BAYO L COVPANI ES coul d continue to participate in the business of
selling Iragi oil under the United Nations’ O -for-Food Program
As set forth in the Indictnent, the United Nations
i nposed conprehensi ve econom ¢ sanctions on Iraq followng its
1990 invasion of Kuwait. These sanctions were nodified by the
United Nations Security Council’s April 14, 1996, adoption of
Resol uti on 986, which authorized the Governnment of Iraq to sel
oil, provided that the proceeds fromany oil sales were deposited
into a United Nations-nonitored bank account in Manhattan. Funds
deposited into that account were to be used only for the purchase
humani t ari an goods for the benefit of the Iraqi people. The
price at which Iraqi oil was sold under the G| -for-Food Program
—the Oficial Selling Price, or “OS.P.” —was recalibrated
regularly by a group of oil “overseers” at the United Nations.
The purchasers of oil and sellers of humanitarian goods, however,
wer e chosen by Saddam Hussein’s regine.
Iragi oil could be purchased in the first instance only
by people or entities that had been granted —or “all ocated”
the right to buy Iraqgi oil by the Governnment of Irag. Under the
United Nations’ GOl -for-Food Program these “allocations” of oi

were typically purchased fromtheir recipients by oil conpanies
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or brokers at a price that included the price set by the United
Nations oil overseers, plus a comm ssion paid to the allocation-
hol der and/or its broker.

As alleged in the Indictnent, between in or about m d-
2000, up to and including in or about March 2003, the Governnent
of Iraq required recipients of allocations of oil to pay a secret
surcharge to Iraq. These secret paynents were not nmade to the
United Nations-nonitored bank account from which humanitarian
goods coul d be purchased for the Iraqi people. Rather, these
secret paynents were illegal kickbacks nmade —in violation of
United Nations sanctions and United States crimnal law —to
front conpani es and bank accounts desi gnated and controlled by
the Iragi reginme, it was charged. |In order to cover their
surcharge obligations to the Governnment of Iraq, recipients of
oil allocations were forced to demand hi gher conm ssions from
purchasers of those allocations.

As set forth in the Indictnent, fromin or about 2001

t hrough in or about March 2003, know ng that the CGovernnent of
Irag was requiring oil allocation recipients to pay secret
surcharges, CHALMERS, |IRVING DI ON SSIEV, and the BAYO L
COMPANI ES paid inflated comm ssions to allocation-holders or oil-
i ndustry brokers —w th the knowl edge and understandi ng that sone
portion of these comm ssion paynents would be used to satisfy the
al I ocati on-hol ders’ ki ckback obligations to the Governnent of

Irag. By participating in this surcharge schene and bypassi ng
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the G |-for-Food Program CHALMERS, |IRVING DI ONI SSIEV, and the
BAYO L COWPAN ES diverted funds fromthe Ol -for-Food Bank
Account that otherw se would have been avail able to purchase
humani t ari an goods under the G| -for-Food Program

For exanpl e, during 2001, CHALMERS, on behalf of the
BAYO L COVPANI ES, allegedly caused mllions of dollars in
inflated comm ssions to be paid to a non-U. S. conpany (“Foreign
Conpany”), whose operations were funded al nost exclusively by
CHALMERS and the BAYO L COVPANI ES. These inflated conmm ssions
related to oil that CHALMERS and t he BAYO L COVPAN ES purchased
fromthe Foreign Conpany —and were allegedly paid on the
under st andi ng that the Foreign Conpany woul d use a portion of the
inflated conm ssions it received to funnel secret kickback
paynents to the Governnent of Iraq, by way of a front conpany
designated by the Iraqi regine.

The defendants’ alleged participation in this “surcharge
schenme” was not limted to their own indirect kickback paynents.
As set forth in the Indictnent, the defendants al so conspired
with Iraqgi officials to deflate the official selling price of
Iragi oil —and thereby reduce the funds avail able to purchase
humani tari an goods for the Iragi people under the Ol -for-Food
Program —in an effort to hide the rise in price for Iraqgi oi
occasioned by the Iraqis’ surcharge requirenent. Toward this
end, CHALMERS and the BAYO L COVPAN ES used interstate and

foreign wires to supply United Nations oil overseers —directly,
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in Manhattan, and indirectly, through Iraqgi officials in Baghdad
—w th fraudul ent information regarding the high costs of doing
busi ness under the G| -for-Food Program DI ONI SSIEV and | RVI NG
al l egedly assisted CHALMERS and the BAYOL COVWANES in this
effort by, anong other things, dissem nating pricing information
to all ocation-hol ders and requesting that these all ocation-
hol ders transmt the pricing data to lraqi officials in Baghdad
who were negotiating the O S.P. with the United Nations oi
over seers.

| f convicted of the charges contained in the Indictnent,
CHALMERS, | RVING and DI ONI SSI EV each face a maxi numterm of
i ncarceration of 62 years and a maximumfine of $1 mllion or
twce the gross gain or loss resulting fromtheir offenses. |If
convi cted, the BAYO L COVWAN ES woul d each be required to pay a
maxi mum fine of $2 mllion or twice the gross gain or |oss
resulting fromtheir offenses. The defendants would al so be
required to nmake restitution.

The I ndictnment al so announces the Governnent’s intention
to seek crimnal forfeiture of at |least $100 million in assets
fromthe defendants.

CHALMERS and DI ONI SSI EV were arrested this norning at
their hones in Houston, Texas. They will both be presented
before a United States Magi strate Judge in Houston | ater today.

They are schedul ed to appear for arraignment before United States
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District Judge DENNY CHIN in Manhattan federal court on Monday,
April 18, 2005, at 10:00 a.m JOHANIRVINGis currently believed
to be in England and the United States Attorney’'s O fice wll
seek his extradition.

M. KELLEY praised the Federal Bureau of I|nvestigation,
Crim nal and Counterintelligence Divisions. He also expressed
appreciation to the United States Treasury Departnent, Ofice of
Foreign Assets Control, for their assistance in this
i nvesti gati on.

Assi stant United States Attorneys EDWARD O CALLAGHAN,
STEPHEN M LLER, AND M CHAEL FARBI ARZ are in charge of the
prosecuti on.

The charges contained in the Indictnment are nerely
accusations, and the defendants are presunmed i nnocent unless and
until proven guilty.
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